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SUMMARY
As a long time propor ent of universal service reform, MFS enthusiastically
supports the Commission ar d Joint-Board's efforts to resclve the issues that stymie
competition under the guise of “universal service.” MFS recommends that universal
service policies be compatit ‘e with the pro-competition policies of the
Telecommunications Act, pr vide support that is fully portable among competitors, and
be narrowly targeted to low 1come individuals who could not afford telephone services
without assistance or carrier s serving customers who live in high-cost areas.
Three major policies o advance universal service should be adopted:
> Deployment of and Access to Advanced Telecommunications Services.
Universal service shec uld require the deployment of networks capable of
providing high-speec access to advanced telecommunications services. MFS
suggests two specific mechanisms to encourage such deployment and the
competitive provisior of high-speed, broadband services. First, the Commission
should require that a' local exchange carriers that draw any universal service
support must meet th 2 network standards required of rural telecommunications
carriers by federal st itute (loops capable of 1 Megabit transmission speeds and
video services). Secnd, the Commission should require that incumbent local
exchange carriers ursundle their local loops to allow users and competitors to
derive high-speed, b' oadband access using unbundled end-to-end metallic

connections. With u ibundled metallic loops free of incumbent carriers’



electronics, competitc rs, customers and others can add the necessary hardware
to configure such metallic loops to provide broadband services, and that
competition will drive Jown the price and encourage deployment of broadband
services more effecti: ely than government-set prices or discounts. Such an
unbundling will fulfill ne Commission’s obligation to “encourage the deployment
on a reasonable and imely basis of advanced telecommunications capability to
all Americans,” facilit.aite competition, and meet the needs of schools, libraries
and rural health care oroviders for economical advanced telecommunications
services.

Low Income Support. The Commission and Joint-Board should retain the
universal service sug oort mechanisms that are targeted to low income
individuals and indiv' juals with special telecommunications needs, specifically
Lifeline, Link Up and TRS support. [f the Joint Board feels additional support is
necessary for low inc ome customers, it should enhance these programs.
High-Cost Support High-cost support mechanisms (USF, DEM weighing and
LTS) should be reple zed with a high-cost support mechanism that is based on
the forward-looking ¢ asts of an efficient competitor at a level of disaggregation,
like census blocks, r uch smaller than the state-wide study areas used today.
The embedded costs of the incumbent provider should not be used as the basis
for universal service support. As a starting point, support should be limited to
census block areas » sith proxy costs greater than 130% of the national average

and average housetl >ld incomes less than 130% of the national average



income. Total high-cost support should be no larger than is presently provided

under existing high-c: st support mechanisms and should not be based on a

carrier’'s individual co sts (if any) of upgrading its network or offering unbundied

loop capabilities.

Universal service sug port should attach to customers and not the carrier. That
is, universal service suppor' should be reflected as credits on the bills of low income
customers and customers li: Ing in high costs areas For example, if an eligible (i.e.,
low income or high-cost) cu:tomer chooses a wireless provider or any landline carrier,
the carrier selected by the ¢ ustomer should receive the universal service support
designated for that custome = Any carrier that provides basic service to low income
customers or custemers wh  live in high cost service areas should receive universal
service support on a per-cu stomer basis irrespective of the type of technology the
carrier uses to provide basi service or the price of the basic service. Thus, ultimately,
the Commission would not ¢ xplicitly set "affordable" prices for universal service, and
the support that a carrier re seives would depend on the number of eligible customers
the carrier actually serves. While all telecommunications carriers should contribute to
universal service support, ¢ ntributions to low income and high-cost universal service
support should be based or telecommunications carriers’ common carrier revenues

less payments to intermedi: ries.
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MFS Communicatiors Company, Inc. ("MFS"), by its undersigned counsel and
pursuant to Section 1.415 ¢ the Commission’s rules, submits these comments in
response to the Common C arrier Bureau’s request for further comment on specific
questions in the above capt oned proceeding? released on July 3, 1996. The
comments that follow respo 1d specifically to the questions raised in the Common

Carrier Bureau’s request

¥ Federal State Joint Board on Universal Service, Notice of Proposed Rulemaking

and Order Establishing Joir t Board, CC Docket 96-45 (released March 8, 1996)
(“Universal Service Notice”
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l. DEFINITIONS ISSUE 3

1. It is appropriate to assume that current rates for services included within
the definition of universal service are affordable, despite variations among
companies and service areas?

With the exception ot low income customers the availability of telephones to
more than 95 percent of the population indicates that price variations have not made
telephone service “unaffordable.” indeed, it would be entirely inconsistent with the
intent of the Telecommunic: tions Act to “provide for a pro-competitive, de-regulatory
national policy framework” i "affordable” in Section 254(b)(1) was interpreted to require
government-mandated natic nally uniform prices. In a competitive market, prices are
not uniform or set by goverr ment, but vary according to product features and costs.
For example, the price of te evision sets is not uniform. and that lack of uniformity has
not created a perception th: t televisions are “unaffordable” nor deterred the near
universal penetration of tele vision sets throughout the United States.

As MFS argued in its initial comments, the Commission and Joint Board need
not set a national affordable price to determine the size of a universal service fund.
MFS recommends that the - Jommission and Joint Board ensure that the barriers to
competition and market ent y are eliminated, and allow market forces to determine
prices. With the introductic 1 of competition, prices fell in the long distance market, the

cable television market, the CPE market, and virtually every other market that

introduced market mechan: sms. The same will likely be true for the price of local
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telephone service as compe‘ition emerges. In its survey of universal service support
mechanisms, the Commissic n Staff summarized the role of competition in promoting
universal service.

New entrants in local telecommunications markets have strong incentives
to develop and imple nent cost-efficient technology, creating pressure for
the incumbent servic:: provider to lower prices and improve service
capabilities._Effective: local service competition thus can promote
universal service by «timulating technological advancement, lower prices,
and marketing innovetion. The Commission has already observed that
prices are lower in ceble television markets subject to competition and
expects the entry of c ompetitive access providers to lead to lower access
prices in telephone r arkets.?

As the Commission ¢nd the Joint Beard develop universal service policies, they
should not fall victim to the >assandras who claim that competition threatens universal
service by threatening the le:vel of local service rates. It is often asserted that local
rates are set below costs ar d that competition will invariably increase local rates to a
cost based level that is una fordable, and therefore an extraordinary universal service
support mechanism is requ: ‘ed to maintain affordable rates. That claim obviously flys
in the face of real world exg srience with competition -- competition has reduced prices
and increased consumer ct oices in virtually every market that has replaced regulated
monopolies with competitio :. It is economically bizarre to argue that competition will

result in substantially highe local service rates

¢ Common Carrier Buread, Preparing for Addressing Universal Service Issues: A

Review of Current Interstat:: Support Mechanisms, pg. 26 (Feb. 23, 1996) (“Universal
Service Survey”) [emphasis added, footnotes omitted]).
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However, even if one accepts the argument that current prices are set below
costs the introduction of cor petition may not result in an increase of local service
prices to costs in at least thr 2e instances:

(1) When a firm adds tel:phone service to an existing product line (e.g., cable
television service) it - yay not need to price local service at the stand-alone costs,
but rather at the muc 1 lower incremental costs of adding telephone service;

(2) In order to have the « pportunity to sell related services (e.g., long distance
service, vertical serv :es, video services, information services) to customers a
firm may offer local t¢ lephone service below costs to attract customers; and,

(3) a firm may have to p' ce below its own embedded costs to match the price of the
most efficient compe itor.

As the Commission ¢ taff described in its Universal Service Survey, new entrants
may be adding local teleph« ne service to cable television service, electric utility
service, or adjoining local e «change services.? In such circumstances, adding local
telephone service to an exis ting product line (like cable television service or electric
service) may cost far less t an the stand-alone costs of the incumbent local telephone
company. Also, a vertically integrated firm may offer local telephone service at or
below cost for the opportun ty to market and bundle long distance services, vertical

services, information servic :s, video services, and/or telephone equipment with the

3/

#  Universal Service Surv 2y at pp. 28-29
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“subsidized” local telephone service. In the competitive wireless industry, for example,
cellular providers often give away or sell for a nominal amount cellular phones costing
hundreds of dollars in order to have the opportunity to market other services to
customers. In an interview 1 Wired, Bell Atlantic’s chief executive officer, Raymond
Smith applied this same prir ing principle to telephone service when he predicted, “I can
envision one day offering v: rious packages of services. And one of them might be a
package of video and intere -tive services in which the customer also gets phone
service for another two or tt ree bucks.”® Obviously. it is not sensible public policy to
develop universal service s ipport programs to subsidize such market-driven offerings.
As a matter of basic :conomic theory, in a competitive market the price of
service will equilibrate at a =svel based on the costs of the most efficient service
provider. If it costs an incur1bent provider $25 per line per month to provide service,
but a new entrant using a r ore modern network, a different collection of services (e.g.,
telephone service and elec “ic service) or wireless facilities can provide service at a
lower cost, say $15 per line per month, the market price will equilibrate at a cost-based
level of $15 and not $25. I a competitive environment, the incumbent provider must
emulate the efficiencies of s competitors to remain profitable. Certainly, affordable
rates should not be definec in a manner that seeks to preserve the inefficiencies of the

incumbent providers or gue “antee their revenues in a competitive market.

¥ D. Kline, Align and Cor quer, 3.02 WIRED 100, 164 (Feb. 1995).
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There are individuals who could not afford telephone service without assistance,
and there are high-cost sen ce areas where telephone service would be unaffordable if
consumers paid a market-dr ven price. The Commission and Joint-Board should
identify the high-cost servic:- areas and low income individuals that ought to be
subsidized and fix the amou 1t of universal service support targeted to yield affordabie
rates for those customers re ther than seeking to set and maintain a national

“affordable” price.

2. To what extent should non-rate factors, such as subscribership level,
telephone expenditures as a percentage of income, cost of living, or local
calling area size be considered in determining the affordability and
reasonable comparability of rates?

Individual income lex els should continue to be used as the basis for assistance
programs such as Lifeline énd Link Up, and those programs should continue to be an
integral part of the Commis:.ion’s universal service support mechanisms. However,
universal service support b::yond Lifeline and Link Up should be limited to support for
customers living in high-cost service areas. Specifically, MFS suggests that support be
limited to areas where the t roxy cost of providing local telephone service is more than
130% of the national avera je proxy cost. The amount of support provided should not

depend on the prices that i dividual carriers charge for their version of local service,

but rather, should be calcu ated as the difference between the per line proxy cost of
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serving a high-cost area an< 130% of the national average proxy cost per line. The
support should follow the cu stomer, and thus, be available to whatever carrier or
service the customer select: If a customer chooses to subscribe to local service that is
more expensive than the basic package offered by another carrier, the amount of
support provided would be  Jentical. Using proxy costs to determine universal service
support rather than an anal sis of prices eliminates the need to become mired in
service and rate compariso’ s.

In defining high-cost areas eligible for universal service support, MFS suggests
that census block househol 1 average incomes be used to limit subsidies in affluent
areas. For example, Jacks-:n Hole Wyoming may be a high-cost service area, but the
incomes of residents are ge nerally high and it is unreasonable to believe that they
would drop off the network ‘ required to pay cost-based competitive rates. By using
census blocks to develop p oxy costs, it is possible to match household incomes with
proxy costs. MFS suggests that no support be available in census blocks where
household average income exceeds 130% of the national average regardiess of proxy
costs.

High-cost universal : ervice support should be capped at the existing high-cost
support levels. In 1996 the federal Universal Service Fund (“USF”) is estimated to

generate $734.6 million, DF'M (“Dial Equipment Minutes”) weighting is estimated to
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generate about $311 millior ¥ There is no reason to expect that support for high-cost
areas will exceed this level 1 a competitive market since that level of support has been
adequate to advance universal service in @ monopoly environment. Thus, a proxy cost
model should be used to de ermine the size of the high-cost support fund subject to the
aggregate cap. If the proxy cost model yields costs larger than the cap, then it should
be used to apportion the ca ped high-cost support funds to be distributed to customers
of firms that serve high-cos' areas.

This revised high-co+t universal service funding mechanism would flow directly
to users in addition to existi 1\g programs aimed to providing subsidized service to low
income customers, namely .ifeline and Link Up There is no compelling reason to
modify these existing progr.ims as they already provide a mechanism that targets
support to low income indiv duals.

When low income cu stomers live in high-cost census blocks, it is entirely
appropriate that both suppc rt mechanisms apply (Lifeline, Link Up and any high-cost
support). There may be lin ited instances where low income customers live in census
blocks that have high costs but are ineligible for assistance because the census block
has high average househo 1 incomes. In such instances, the Commission and Joint
Board can and should prov de supplemental support for the low income individuals, but

such instances should be r are since census block contain only about 400 households.

S/

2 Universal Service Sun ey at pp. 53, 66 (1995 estimate for DEM weighting).
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The Joint Board and Comm: ssion should aiso consider a sliding scale for Lifeline

discounts.

3. When making the “affordability” determination required by Section 254(i)
of the Act, what are the advantages and disadvantages of using a specific
national benchmark rate for core services in a proxy model?

As described above, iniversal service support should not incorporate an explicit
national benchmark price ir a proxy cost model but support mechanisms should use
the proxy cost model to ider tify high-cost areas, and develop support based on the
difference between an area s proxy cost and 130% of the national average proxy cost.
Under MFS’s proposal, affc dable rates would not be determined by explicitly setting a
national rate, but by providi 1g low income customers and customers living in high-cost
areas with support that thex could apply to whatever local services they decided to
purchase. For customers i /ing in high-cost areas. their support would be the high cost
differential for their census >lock. For low income customers, their support would be
the Lifeline and Link Up sunport for which they qualify. Low income customers in high
cost areas would receive bth. Affordable rates would be defined as the range of
competitive rates charged ' > customers in each census block for the services they

choose less the high-cost < upport and/or the Lifeline and Link Up subsidies that

serving carriers receive on behalf of supported customers.
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Mathematically, there s little difference between picking a national benchmark
price and picking a thresholi| proxy cost. If national average proxy costs are $20 a line,
under MFS's proposal, universal service support would be provided in areas with costs
greater than $26 ($20 times 130%) a line. Obviously. that is mathematically equivalent
to selecting a national benc 'mark price of $26. The advantage of using proxy costs to
set the cost threshold is tha the threshold is easier to justify than ruminations about
what price should be consicared affordable. For example, the cost threshold could be
set to include the 5, 10 or 1) percent of the most costly service territories.?

For example, using ¢ census block based approach, the national average loop
cost might be calculated as $9.98 a month. Using MFS'’s recommendation, census
blocks would not be eligible for high-cost support unless their costs exceeded $12.97 a
month ($9.98 times 130%) Suppose further that that threshold affects about 20% of
residential customers incluced in the model (18.8 million households out of 92 million),
and requires aggregate sug port of about $4.0 billion. However, to the extent that the
$4 0 billion of universal ser ‘ice support is greater than existing high-cost support (i.e.,
the sum of the USF, DEM v eighting, and other high-cost support mechanisms), the

proxy cost model would be used to distribute the sum of existing high-cost support.

¥  Because the proxy cos' models submitted in this proceeding develop cost data for

all census blocks, the standard deviation of census block costs could be easily be used
to set the appropriate threshold percentage to identify the most costly 5, 10 or 15
percent of census blocks.

-10 -
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The rationale for this approz ch is that high-cost support should not exceed current
levels since current levels h ave resulted in affordable prices that yielded penetration
levels in excess of 95 percet.

In the short term, reg Jlating the level of local service rates should continue to be
the responsibility of state re julators who have historically ensured that local rates are
“‘affordable.” In the longer t :rm, local competition will regulate rates. Because
"affordability” can vary from location to location. the Commission and the Joint-Board
should not become mired ir trying to determine a national standard for “affordable”
local service prices ? If uni rersal service support is based solely on the difference
between proxy costs and 1 0% of the national average costs, there is no need to

wrestle with what constitute s “affordable” local service rates.

4. What are the effects on competition if a carrier is denied universal service
support because it is technically infeasible for that carrier to provide one
or more of the core services?

The core services lis ted by the Commission in its Universal Service Notice and

endorsed by virtually all co nmentors? are minimal services that should not preciude

¥ Universal Service Noti e at ] 25-26.

¥  There was agreement hat core services include: (1) access to the public switched

network with the ability to [ lace and receive voice grade calls; (2) touch-tone services;
(3) single party service (4 access to emergency services (911); and (5) access to
(continued...)
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entry by many, if any, comps titors. MFS strongly urges that this list be supplemented
with a condition that local cz rriers would be eligible to receive universal service support
credited to their eligible cus omers only if they provided local distribution networks (i.e.,
loops) that meet the standar ds presently applied to rural telephone companies (i.e.,
capable of 1Mb of data or v deo transmission) 2 As required by the
Telecommunications Act, ir sumbent carriers would also have to make available
unbundled access to their I :-op components so that customers and competitors could
add the appropriate electro-ics to the unbundled loops to derive high-speed,
broadband access. Such h gh-speed capabilities are not an impediment to
competition, but rather, ent ance the competitive deployment of broadband, high-speed

services mandated by the ™ elecommunications Act

5. A number of commenters proposed various services to be included on the
list of supported services, including access to directory assistance,
emergency assistance, and advanced services, although the delivery of
these services may require a local loop, do loop costs accurately represent
the actual cost of providing core services? To the extent that loop costs
do not fully represint the costs associated with including a service in the

(...continued)
operator services. Universal Service Notice at ] 16.

¥ Whichever benchm:irk cost model the Joint Board chooses to use may need to

be modified to reflec t the costs of the loop transmission standard imposed on
rural carriers.

-12 -
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definition of core services, identify and quantify other costs to be
considered.

Under MFS's propos:il, for the purpose of calculating universal service support,
the costs of these services : hould not be included in loop costs unless the costs of
providing these services va ies by census biock For example, if it costs $1 per line per
month for all census blocks 0 provide 911 service, then the $1 of costs associated with
911 service affect all censu ;s blocks equally, and does not contribute to making a
census block a high-cost ar 2a. If the national average loop cost is $29.98 without 911,
then the threshold cost leve ' under MFS’s proposal is $38.97 without 911; including $1
of 911 costs simply raises t 1e average loop cost by $1 and the threshold cost by 30¢.

The obligation to prc vide 911 and Directory Assistance services likely will fall
ultimately on all carriers. T e opportunity to provide advanced services will be one
charcateristic that will distir guish competing carriers. Costs related to these services

should not be reflected in | :op costs.

-13 -



MFS Communications
CC Docket 96-45

Il.  ScHooLS, LIBRARES, HEALTH CARE PROVIDERS

6. Should the services or functionalities eligible for discounts be specifically
limited and identified, or should the discount apply to all available
services?

MFS believes that its universal service proposal requiring deployment of high-
speed networks that confor 1 with the statutory requirements for rural telephone
providers (see responses tt Questions 4 and 8 above and below) and the unbundled
provision of loop componer ts will better meet the needs of schools, libraries and rural
health care providers than jovernment-mandated discounts on existing
telecommunication service: It is important to emphasize that discounts are not
mandated by the Telecomr unications Act, but may be implemented at the
Commission’s discretion. ™ he Act requires that'

(1) The Commission mey designate additional services for universal service support

for schools, libraries and health care providers. '

10 47 U.S.C. § 254(c)(3

-14 -
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(4)

With regards to educ ational providers, the Commission (and the States) shall set
the discount that it “d stermine[s] is appropriate and necessary to ensure
affordable access to ind use of such services by such entities.”V

With respect to rural 1ealth care providers, rural health care providers are
entitled to receive se vice at rates that are “reasonably comparabile to rates
charged for similar si:rvices in urban areas in that State ¢

With respect to the  -ovision of advanced services to, the Commission is
directed to establish competitive neutral rules “to enhance, to the extent
technically feasible ¢ nd economically reasonable, access to advanced
telecommunications and information services for all public and non-profit
elementary and sect ndary school classrooms, health care providers, and
»13/

libraries.

Thus, the Commissi in may decide, as a policy matter, not to designate

additional services for edu: :ational institutions or health care providers as eligible for

universal service support. It may also decide, as a matter of policy, that a discount is

unnecessary to ensure affc rdable access to and use of such additional, advanced

services. For example, the cost of computers. inside wiring, software and training may

12

47 U.S.C. § 254(h)(1 'B).
47 U.S.C. § 254(h)(1 ‘A).
47 U.S.C. § 254(h)(2 'A).
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be many times higher than t 1e price of the telecommunications services. A discount
on a telephone line may do 1othing to promote use of the Internet if a school cannot
afford computers, training a 1d ancillary facilities.

The Commission is & so required to ensure that the provision of access to
enhanced services for schec s, libraries and health care providers is competitively
neutral. If the Commission iecides that deep discounts for the telecommunications
services provided to schoo!s, libraries and health care providers is not competitively
neutral, it may decide to (ar d should) develop a different mechanism for assuring that
schools, libraries and healt' ' care providers have access to advanced
telecommunications service s. The Joint Board and the Commission should note that
several local carriers and ¢ able television companies have announced programs to
provide such services to al schools. Also, at least one interexchange carrier has
offered 800 service access to the Internet for only $5 per hour. No special action by

regulators may be requirec

7. Does Section 254(n) contemplate that inside wiring or other internal
connections to classrooms may be eligible for universal service support of
telecommunications services provided to schools and libraries? If so,
what is the estimared cost of the inside wiring and other internal
connections?

No. Section 254(h' requires telecommunications carriers to provide “any of its

services that are within the definition of universal service under subsection (c)(3),” and

-16 -
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subsection (c)(3) allows the Commission to “designate additional services for such
support mechanisms for sct ools, libraries, and health care providers.” The
Telecommunications Act dis tinguishes between telecommunications services,
telecommunications facilitie s, and customer premises equipment.** The inside wiring
or other internal connectior s are either telecommunications equipment or customer
premise equipment, neither of which are services. The universal service provisions of
Section 254 address servic 3s and do not authorize the Commission to subsidize the

provision of telecommuniceions equipment or customer premises equipment.

8. To what extent should the provisions of Sections 706 and 708 be
considered by the Joint Board and be relied upon to provide advanced
services to schools, libraries and health care providers?

Sections 706 and 718 complement the universal service provisions that focus on
providing advanced teleco nmunication services to schools, libraries and health care
providers, but extend the  -ovision of advanced services to all Americans. In a sense,
Sections 706 and 708 exte nd the definition of universal service to include access to
advanced telecommunicat ons services. In the comments filed in response to the

Universal Service Notice, 1 large number of commentors observed that economical

access to high-speed, bro.adband transmission capabilities (such as ISDN, T1

¥ 47 U.S.C. § 153(14) customer premises equipment), (45) (telecommunications

equipment) and (46) (telec ommunications services).
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connections, video transmission capabilities, high-speed internet connections, etc.) and
less exotic capabilities for € roup Il facsimile and modern computer modems are

essential to provide schools libraries and rural health care providers with adequate

/

access to advanced commut nications services.”® Indeed, such high-speed, broadband

B Access to Communica ions for Education Coalition Comments at pg. 7; State of

Alaska Comments at pp. 1(-13; Alaska Library Association Comments at pg. 3; Alaska
Public Utilities Commissior Comments at pp. 1-6 (28.8Kb should be minimum speed);
Alaska Telephone Associat on Comments at pp. 2-3 (ISDN); America’'s Carriers
Telecommunications Assoc iation at pg. 6; American Association of Community
Colleges and the Associatinn of Community College Trustees Comments at pp. 10-12
(T1 access, Internet conne stivity); American College of Nurse Practitioners Comments
at p. 2 (ISDN); American Lidrary Association Comments at pp. 4, 9-12; American
Telemedicine Association :.omments at pg. 7 (112Kb should be minimum); Ameritech
Comments at pp. 14-15; Arple Computer Comments at p. 4 (bandwidths ranging from
128Kb to 45Mb should be nade available); BellSouth Comments at pg. 19 (DS1 or
1.544Mb for schools); Calitarnia Department of Consumer Affairs Comments at pg. 22;
California Library Associat on Comments at pg. 3; Governor of Guam Comments at pp.
7. 10 (ISDN, access to NIl Idaho Public Utilities Commission Comments at pg. 11
(providers should contribut2 access to the Internet); lowa Communications Network
Comments at pg. 2; lowa t tilities Board Comments at pg. 2; Kinkos, Inc. Comments at
pp. 3-6 (community Internet access should be part of universal service); Lincoln Trail
Libraries System Commen s at pg. 1; Commonwealth of Massachusetts Board of
Library Commissioners Cc nments at pg. 4; Merit Network, Inc. Comments at pp. 2-3
(ISDN, T1 access); Library of Michigan Comments at pg. 4 (ATM, broadband access);
Michigan Library Associati)n Comments at pg. 5 (ATM, broadband access); State of
Missourt Comments at pp. 1-3 (Internet, teleconferencing capabilities); Mountaineer
Doctor Television Telemetiicine Program at West Virginia University (T-1 access,
ISDN, ATM); National Sct >ol Boards Association et al. Comments at pp. 13-14,
Appendix | (unbundled brc adband switching and transmission capable of delivering
high-quality video), Nebra ska Association of Hospitals and Health Systems Comments
at pg. 1 (384Kb minimum, 1.544Mb more likely); New York State Board of Regents and
new York Education Deps tment Comments at pg. 11 (broadband on demand); North of
Boston Library Exchange Inc. Comments at pg. 1 (T-1, T-3 access); North Dakota
Department of Health Cor ments at pg. 1 (ISDN); Oakland Unified School District
(continued...)
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access is desirable for all (f usiness and residential customers) who wish access to
advanced telecommunicatic ns services. Voice grade local loops provide an
inadequate basis for addre: sing such needs.

In lieu of developing market distorting, complex systems of subsidies for
broadband services for just schools, libraries and health care providers, in its reply
comments MFS suggested ‘wo mechanisms for addressing the needs of those who
demand access to broadbznd services. First, the Commission and Joint-Board should
require that all local excharge carriers meet the federal network standards required of
rural telecommunications c arriers. As an eligibility requirement for federal rural utility
loans, Congress and 30 st.ite telecommunications modernization plans already impose
more stringent network sta \dards on rural telephone companies that should be applied
to all telecommunications arriers as a condition to receive reimbursement for universal
service funding credited tc their customers. Second, the Commission and Joint Board
should require that incumt ent local exchange carriers unbundle their local loops to
allow users and competito ‘s to derive high-speed, broadband access using end-to-end
metallic connections. By ‘imply requiring incumbent local exchange carriers to

unbundle their local loops in a manner that allows users to derive high-speed,

(...continued)

Comments at pp. 10, 13 ( -1 access); Pacific Telesis Comments at pp. 3-6, 8-11 (ISDN
provided to schools); U.S Distance Learning Association Comments at pp. 9-12; US
West Comments at pp. 2 -23 (56/64Kb on request); and State of Wisconsin
Department of Public Inst uction Comments at pg. 1
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broadband access, the Corm mission will meet the advanced services needs of schools,
libraries and rural health ca e providers, fulfill its obligations to “encourage the
deployment on a reasonabl : and timely basis of advanced telecommunications
capability to all Americans, ¢ and, fulfill one of the unbundiing requirements of the
Telecommunications Act. ~ hus, MFS’s proposal develops a competitive mechanism for
providing access to broadt and services to all Americans (as required under Section
706) and not just schools, braries and health care providers.

As the Commission staff described in its review of universal service support
mechanisms ' the Rural ! lectrification Loan Restructuring Act of 1993 requires
state public utility commiss ons or borrowers to develop network modernization plans
as a prerequisite for othen rise eligible carriers to receive federally subsidized loans for

telecommunications utilitie s. The Act specifically requires that

a telecommunicatio 1s modernization plan must, at a minimum, meet the
following objectives

(1) The p an must provide for the elimination of party service.
(ii) The p an must provide for the availability of
telecc mmunications services for improved business,
educetional, and medical services.
(i) The p an must encourage and improve computer networks
and ir formation highways for subscribers in rural areas.
(iv)  The ¢ an must provide for --

1% 47 U.S.C. §708(a).
17

Universal Service St rvey at pp. 78-89.
1107 Stat 1356, codi'ied in 7 U.S.C. § 935 (1994).
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